White Paper
Dr. Ray Davis
September 2007

Thinking about the complexity of system changesfor Kansas
This paper does not purport to offer a new appréadystemic Kansas health care
reform. That horse has been beaten with many rdiifesticks. Rather, the purpose is
to offer some thinking - mostly centered on cobgw why cost is a central issue but
why it is ambiguous as well. 1 do not want to agp® be ignoring the multitude of
other issues on our plate, many are equally imptrt# is focus on cost as one way
of thinking systemically.

Introduction and the I ssue of Cost
One of the charges of the Authority is to recommgystemic improvements in the
Kansas health care system that can lead to gr@atess to care and insurance,
improvements in the quality of health services, aags that we might manage cost
or what | am going to call “resource investmentng& task!

What is interesting about cost is that it is ontglarstood in a multivariate
environment. In other words, cost is best undetstodhe way that a cost accountant
would approach issues—many variables are at pldgt@rmining the cost of a
widget or an outpatient colonoscopy. We learneithén1980s with the introduction of
relative value scales that we knew what was chabogédot our cost. Another cost
approach is suggested by Don Berwick who writes2“American health care system
is based on the assumption that the supply of ressunot only the incidence of
illness, drives utilization.”

| would like to concentrate on the cost issue biydwing from John Wennberg
about the nature of the problem of cost efficieang what it is important to give care
and attention to how we invest our resources--tilla

Cost and Consequence
Cost in an of itself is not a systemic baselineaise cost is only an important
variable when linked to consequence or outcomelthleare costs drive a host of
other problems and in tern are driven by otheroiact—with a variety of
consequence.As example, it forces states to cusfanding to manage overall
budgets. Cost forces employers to consider lligibenefit packages in health
insurance offered to emplyees. Cost forces empoieéace out-of-pocket
consequences of high deductible insurance.

There are good and bad consequences of cost. Lst& can have significant
efficiencies. For example, immunizations can hawve ¢omparative costs but with
great benefits. Similarly, there are health careises that are costly but with

minimal efficiencies. Cosmetic services come todras examples where efficiencies
are individual, with little collective benefit.



The central argument of this white paper is howcee best understand how our
investment of public and private dollars can imgrénealth status. Part of the
responsibility of the Authority as | understandsito suggest ways to better manage
our resource investment improve overall healttusta

Thelllustration of John Wennberg
John Wennberg, a Dartmouth physician, discoverdusimnnovative research
“staggering” variation between procedure ratestirevise demographically similar
communities in New England. His research on car¢he chronically ill elderly
“indicated serious problems with quality of carel gooint toward unnecessary
spending”. Dr. Wennberg's research went even éarih suggest that “lower
utilization of acute care hospitals and physiciemsld actually lead to better results
for patients and prolong the solvency of the Megiqgaogram.” It was Wennberg
who coined the phrase “watchful waiting” based aageful examination of BPE
(benign prostate enlargement) treatment that sgde¢hat watchful waiting could
lead to preferred outcome compared to aggressagniient or intervention.

To Wennberg, “three issues drive the differencaténcost and quality of
care...variation is the result of an unmanaged suppigsources, limited evidence
about what kind of care really contributes to ...ltkeand longevity and falsely
optimistic assumptions about the benefits of mggressive treatment of people who
are severely ill with medical conditions that mbetmanaged but cannot be cured.”

Resear ch and Policy Recommendations
If the Authority is going to make recommendationsite Legislature about how best
to invest out resources, we should know as mueheasan about consequences. In
other words, we need to invest in research thaishes to be as resource efficient as
possible. We cannot undertake the depth of relseargoing at the federal and other
state levels. But we can better take advantagaederstand other’s s utility to
Kansas.

| suggest that the Authority, Kansas Health In&itand the Foundation for Medical
Care combined have the resources that can hetphetter understand how we
might more intelligently invest our health dollavgh substantial improvements. We
need to better understand the relationship betwaegollective and individual
investment in health services and improvementsttebhealth outcomes.

Recommendations
1. Part of the proposals we recommend to the Legigaheclude an emphasis on
practice and public health outcomes. We know thegesignificant
inefficiencies between our investments and indigldand collective
improvements in health status.

2. Evaluation of cost-benefits be monitored byseagch group drawn from the
Authority, Institute, Foundation and others witlpegpriate expertise.



